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COMMODITY FUTURES TRADING COMMISSION
A bill to extend the life of the Commodity Futures Trading Commission (CFTC) for
four years, was approved by the House Agriculture Committee on 4/22/82,
clearing the way for consideration by the entire House of Representatives.
The bill, H.R. 5447, will provide a statutory basis for the jurisdictional
agreement reached between the CFTC and the Securities and Exchange Commission
(SEC) as to which federal regulatory agency has the primary responsibility
for regulating financial futures options and other financial instruments. The
bill also deals with new classifications of brokers, limited judicial review
and an increase in the powers of state securities regulators. The Senate Agri
culture Committee approved a two year extension for the CFTC earlier this
year. Neither bill provides current provisions for "user fees" which have
been strongly endorsed by the Administration. House floor action on H.R. 5447
has not yet been scheduled.
FEDERAL HOME LOAN BANK BOARD
Applications for a Professional Accounting Fellowship Program will be accepted
through 6/1/82 by the Federal Heme Loan Bank Board. One individual will be
selected in mid 1982 for a two year term to begin in the fall. Applicants
are required to submit background information and a brief position paper on
an accounting or auditing subject of interest and germane to the FHLBB. The
fellowship candidate should be at the manager level (seven to nine years’
experience) in a public accounting firm, or in an organization which provides
equivalent experience. Additionally, the applicant should be thoroughly
familiar with the technical accounting and auditing literature as well as
current accounting issues confronting the profession. Work assignments typi
cally include the study of significant accounting and disclosure concepts, par
ticipation in the drafting of regulations and supervisory memorandums, evaluation
of current reporting by associations (including those subject to the require
ments of the Securities Act of 1934), liaison with various governmental and
private professional accounting groups, and presentations at accounting con
ferences. The Bank Board’s Professional Accounting Fellowship program offers
an opportunity for individuals to work in the policy study and formulation acti
vities of the FHLBB. For additional information contact Robert J. Moore at
202/377-6515.
FEDERAL RESERVE BOARD
Certain long term non-personal time deposits will no longer have reserve reguirements, according to a recent press release from the Board. Under the change,
non-personal time deposits with original maturities of 3 1/2 years or longer will
have no required reserve. Non-personal deposits with maturities of less than
3 1/2 years will continue to be subject to a 3 percent reserve requirement. Under
the previous Board regulation, the 3 percent reserve requirement applied to all
non-personal time deposits with original maturities of less than four year?.
Depository institutions will be required to maintain reserve requirements based
on this change beginning 5/13/82, based on deposit levels for the week of 4/29
through 5/5. For additional information contact Gilbert Schwartz at 202/452-3625.
SECURITIES AND EXCHANGE COMMISSION
Self Regulatory organizations "must become more vigilant in their surveillance,
swifter in their investigations and more punitive in their sanctions,’’ ac
cording to the SEC Director of Enforcement John M. Fedders in a 4/26/82 ad
dress before a Securities Industry Association Seminar. Addressing the S E C ’s
need for expanded remedies for use against those who engage in market fraud,
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Fedders stated that disgorgement is no longer adequate to combat market mani
pulation and insider trading:
"How much deterrence can the public expect
from a sanction that simply compels a violater to return his ill-gotten gains?"
Criminal penalties and jail time, according to Fedders, will serve as a deter
rent. Mentioning a section of the proposed American Law Institute’s Federal
Securities Code, he stated that seme SEC Commissioners have suggested that a
disgorgement in the area of 300%, rather than the Code's suggested 150%, be
more appropriate in the SEC's actions against insider trading abuses.
TREASURY, DEPARTMENT OF
The IRS's systems for safeguarding taxpayer's rights came under review at a 4/26/82
hearing conducted by the House Ways and Means Subcommittee on Oversight. Ac
cording to William Anderson, director of the GAO General Government Division,
the IRS needs to take action to improve its administration of the 1976 Tax Reform
Act return preparer penalty provisions.
"A more systematic approach to the pre
parer penalty provision is needed," Anderson stated. GAO criticized the IRS
for not assessing the effectiveness of the program and said that "the extent to
which IRS has been successful in detecting and deterring preparers who comm i t
serious conduct violations is unknown." Inadequate guidelines, such as not
specifically defining the difference between the $100 negligent or intentional
misconduct penalty and the $500 willful misconduct penalty, has hampered the IRS ef
fort as it relates to preparer penalties for preparers who understate tax
payers' tax liabilities. Anderson noted that IRS's enforcement efforts have
been particulary inconsistent regarding penalties asserted against preparers
for endorsing or negotiating a taxpayer's refund check. GAD's spokesman noted
the comments were based on a preliminary analysis, further explaining a full
report containing more specific recommendations would be issued later in the year.
Although the GAO appeared critical of the IRS's handling of return preparers,
it was noted that while there have been som e cases where the IRS has violated
a taxpayer's rights, such instances have not been found to be widespread. Fur
ther, the GAO endorsed legislation (H.R. 1501) which would provide that taxpayers
must initiate court action to stay compliance of third-party record-keeper sum
monses.
IRS Commissioner Roscoe L. Egger, Jr., speaking at the hearing, asserted
that IRS gives a "high priority and attention at all levels of the organization
to safeguard taxpayers' rights. Egger stressed that IRS is aware that the
success of the voluntary compliance program rests to a large extent on taxpayers'
perception of the fairness and equity of tax administration and said that IRS
makes "every effort to insure the continual presence of that fairness and equity."
The IRS Chief noted that the first step in protecting the taxpayer is to prevent
abuse and that the services' system includes operating policies and procedures
which establish both internal and external controls. The most visible of these
safeguards being the taxpayer ombudsman and the problem resolution program.
Administrators and sponsors of small pension plans are no longer required to use
the trienniel reporting form according to a recent joint announcement by the
IRS, the Labor Department and the PBGC (IR-82-46). Sponsors of small plans
may fulfill their federal reporting requirements by filing a Form 5500-C or
5500-K for any year in which a form 5500-R registration statement would have
been filed. Under the trienniel reporting system adopted by the agencies in
August 1980, a Form 5500-C or Form 5500-K is filed every third year and the
registration statement, Form 5500-R, which is shorter and does not include
financial information, is filed in the intervening years. Form 5500-C must
be filed for employee benefit plans with fewer than 100 participants and
Form 5500-K must be filed for plans of sole proprietorships and partnerships
with fewer than 100 participants, at least one of whom is an owner-employee.
The decision to accept the 5500-C or 5500-K in place of 5500-R was made in
response to inquiries from administrators and sponsors of small plans who
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have indicated that filing the complete forms each year will be less bur
densome. For additional information, contact the IRS Press Of fee at
202/566-4024.
SPECIAL:

SENATE SUBCOMMITTEE HOLDS HEARINGS ON INDEPENDENT CONTRACTOR MEASURE

Extending the moratorium on the issuance of regulations and rulings on the classi
fication of independent contractors would be the "worst possible alternative,"
according to Assistant Treasury Secretary John Chapoton. Testifying on 4/26/82,
before the Senate Finance Subcommittee on IRS Oversight, Mr. Chapoton expressed
the Administration's general approval of S. 2369, the "Independent Contractor
Tax Classification and Compliance Act of 1982," introduced by Finance Committee
Chairman Sen. Robert Dole (R-KS). Although "greater specificity" is needed in
defining the safe harbor definition of independent contractors in S. 2369,
many of the proposed reporting requirements meet Treasury’s requirements. S. 2369
would establish a safe harbor for independent contractor status where five re
quirements are met. The bill also preserves the common law definition. In his
testimony, Mr. Chapoton noted that based on a 1979 Employer/Independent Contractor
Compliance Study, 45 percent of workers in the study reported none of the in
come earned on which there was no withholding. Mr. Chapoton stated that without
legislation defining independent contractor status more clearly prior to the ex
piration of the moratorium, the Treasury will promote a safe harbor test through
regulations in an effort to deal with the problem of non-compliance among inde
pendent contractors.

For additional, information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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